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But  in  order  to  form  an  idea  of  the  burthen  which 
the  present  Government  has  imposed  upon  the  country, 
I  go  back  a  little  and  compare  the  estimates  of  1903-4 
with  the  expenditure  of  1894-5,  the  vear  preceding  the 
accession  of  the  present  Government  to  office  : 

1894-5. 
Audited 

1903-4.     Expenditure.  Increase, 

Debt  and  charges  on  the           £        <    •      £  £ 

Consolidated  Fund  ...       30,700,000     "24,643,000  6,057,000 

Army                                   34,500,000      17,770,000  16,730,000 

Navy                                   34,457,000      17,642,000  16,815,000 

Civil  Services                      26,561,000      18,839,000  7,722,000 

Revenue  Services       ...      18,517,000      12,924,000  15,593,000 


Total   144,735,000      91,818,000  52,917,000 

The  present -Government  have  been  nine  years  in 
office,  and  they  have  increased  the  peace  expenditure 
by  nearly  ^53,000,000  a  year,  or  by  57^  per  cent. 

I  go  back  further.  The  Tories  came  into  power 
in  1886,  and,  with  the  exception  of  three  years  (1892-95), 
they  have  been  in  power  ever  since — that  is  to  say,  at 
the  close  of  the  year  with  which  we  are  now  dealing 
(1903-4)  they  will  have  administered  our  finances  for 
fifteen  years  out  of  a  total  period  of  eighteen  years. 
During  that  period  of  eighteen  years  the  expenditure 
has  grown  as  follows  : 

1886-7. 
Audited 

l9°3"4>      Expenditure.  Increase. 
Debt  and  charges  on  the  £  £  £ 

Consolidated  Fund ...     30,700,000      25,336,000  5,364,000 

Army    34,500,000      18,565,000  15.935,000 

Navy    34,457,000      13,119,000  21,338,000 

Civil  Services    26,561,000      15,300,000  11,261,000 

Revenue  Services       ...     18,517,000      10,797,000  7,720,000 


144,735,000      83,117,000  61,618,000 
The  increase  is  £61,618,000,  or  73*8  per  cent. 


*  In  1894-5  the  "  fixed  charge"  of  the  debt  was  ^25,000,000. 
The  present  Government  has  reduced  the  Sinking  Fund  by 
,£2,000,000,  making  the  "  fixed  charge  "  ^23,000,000.  In  order 
to  place  the  two  years  on  an  equal  footing  for  comparison  I 
have  in  this  statement  reduced  the  "fixed  charge"  in  1894-5  to 
^23,000,000. 
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The  comparison  with  1886-7  is  somewhat  difficult  be- 
cause in  that  year  the  Sinking  Fund  was  much  larger 
than  now,  and  because  also  large  grants  were  made  out 
of  Civil  Service  votes  in  aid  of  local  taxation.  These 
grants  are  now  discontinued,  duties,  or  portions  of 
duties,  being  given  over  instead  to  local  authorities. 
The  figures  for  1886-7  in  the  foregoing  table  are  re- 
vised so  as  approximately  to  reduce  them  to  amounts 
comparable  with  the  figures  of  1903-4. 

An  objection  may,  however,  be  fairly  made  to  the 
inclusion  in  these  tables  of  the  expenditure  on  postal, 
telegraph,  and  packet  services,  inasmuch  as  the  postal 
revenues  increase  in  a  greater  ratio  than  the  cost  of 
those  services.  I  therefore  exclude  that  expenditure  in 
the  following  figures  : 

1903-4.  1902-3.  Increase. 

Expenditure . . .  £129,331,000    £118,807,000  £10,524,000 
1903-4.  1*94-5- 

Expenditure...  £129,331,000      £81,550,000  £47,781000 

1903-4.  1896-7. 
Expenditure...  £129,331,000      £75,033,000  £54,298,000 
In  the  second    case    the  increase    is  58*6   per  cent. 
In    the  third   case   the   increase  is  72*3    per  cent. 
The  elimination  of  the  remunerative  service,  therefore, 
makes  no  substantial  difference  in  the  result. 

But  that  is  not  all.  Of  late  years  a  heresy  in 
finance  has  sprung  up,  and  year  by  year  is  growing. 
Military,  naval,  and  other  services,  which  ought  to  form 
part  of  the  ordinary  expenditure  of  the  year,  defrayed 
from  the  ordinary  revenue  of  the  year,  have  been  made 
the  subject  of  loan,  and  thus  the  burthen  of  them  has 
been  thrown  upon  future  years. 

We  used  to  set  an  example  in  sound  finance  to 
other  nations,  but  now  the  Government  stoops  to 
borrow  from  abroad  one  of  the  devices  by  which 
foreign  Governments  make  shift  to  provide  for  spend- 
thrift policy.  The  Chancellor  of  the  Exchequer  creates 
an  extraordinary  Budget,  to  which  he  transfers  a  part 
of  the  expenditure  of  the  year,  and  he  borrows 
the  ways  and  means  required  to  meet  this  expen- 
diture. 
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The  extraordinary  Budget  for  the  year  1902-3  was 
thus  framed  : 

Naval  w  orks   £3,586,000 

Telegraph  works   700,000 

Military  works    1,900,000 

Land  registry  buildings   25,000 

Pacific  cable    939,000 

Public  offices,  Ireland    30,000 

Light  railways    80,000* 

Irish  railways   sfl       ...  100,00ft 

Total     £7,360,000 

From  the  accounts  of  public  income  and  expendi- 
ture published  to  March  28  last  the  accounts  borrowed 
for  these  purposes  amounted  to  ^7, 858, 400. 

The  total  debt  laid  to  the  charge  of  this  extraordinary 
Budget  up  to  March  31,  1902,  amounted  to  no  less  a 
sum  than  ^20,329,000.  At  the  close  of  the  present 
financial  year  the  debt  of  the  extraordinary  Budget  will 
be  between  ^27,000,000  and  ^28,000,000.  In  1886-7 
no  liability  had  been  incurred  under  the  above  heads. 
In  1894-5  the  extraordinary  Budget  had  been  created, 
but  the  principal  of  the  debt  incurred  under  it  amounted 
to  only  ^2,718,000,  while  the  expenditure  of  the  year 
appears  to  have  been  about  ^700,000.  If  we  make  a 
moderate  estimate  of  the  expenditure  to  be  incurred  for 
the  service  of  this  extraordinary  Budget  in  1903-4,  and 
add  it  to  the  ordinary  expenditure  of  that  year  (exclud- 
ing the  Post  Office),  we  arrive  at  a  total  of  about 
^137,000,000,  against  a  similar  total  for  1894-5  °^ 
^82,200,000,  showing  an  increaseof  about^54, 800,000,. 
or  66  per  cent.  If  the  comparison  be  made  with  1886-7,, 
the  increase  is  ^62,000,000,  or  82  per  cent.  The* 
record  is  one  which  may  well  alarm  the  most  optimistic 
financier. 

We  know,  however,  by  experience  that  public  ex- 
penditure cannot  be  stationary.  The  increase  of 
population,  pressure  from  all  sides  for  more  extended 
Government  interference  in  and  closer  Government 
supervision  over  local  administration,  and  the  demands 
of  modern  civilisation,  of  modern  barbarism,  as  far 
as  war  is  concerned,  render  increase  of  expenditure 
inevitable. 


[  7  ] 


It  is,  therefore,  not  now  the  business  of  the  finan- 
cial critic  to  find  fault  with  increase  of  expenditure  as 
such.  It  is  rather  his  duty  to  consider  whether  the 
increase  is  reasonable  in  relation  to  the  public 
demands,  and  such  as  not  to  hamper  the  true  and 
continued  progress  of  the  nation.  For  this  pur- 
pose I  endeavour  to  ascertain  over  given  periods 
the  ratio  which  the  growth  of  expenditure 
bears  to  the  normal  growth  of  revenue  ;  and 
I  take  as  tests  :  (i)  the  period  of  twenty-eight  years, 
between  1858-9  and  1886-7  (2)  tne  period  between 
1886-7  and  1894-5,  (3)  the  Period  between  1894-5  and 
1903-4.  The  starting  year  of  the  first  period,  1858-9, 
followed  closely  the  end  of  the  Crimean  war.  The 
Tories  were  in  power.  It  was  a  year  of  modest  expen- 
diture, and  the  income-tax  was  fivepence  in  the  jQ. 
Expenditure  was  increasing  in  the  latter  years  of  the 
period  andtheyear  1886-7 corresponds  more  orlessnearly 
with  the  close  of  economical  policy.  My  second  period 
begins  with  the  accession  of  Lord  Salisbury  to  office  in 
1886-7.  From  that  year  up  to  the  present  time  the 
Tories  have  been  in  power,  the  short  interlude  between 
1892  and  1895  only  excepted.  The  period  ends  approxi- 
mately with  the  fall  of  the  Liberal  Ministry  in  1895.  My 
third  period  covers  the  reign  of  the  present  Government. 
In  this  period  the  Liberal  Unionists  finally  joined  the 
Tories,  bringing  with  them,  it  might  have  been  hoped, 
some  sound  traditions  from  their  old  party.  We  shall 
see  in  the  result  how  far  that  hope  has  been  fulfilled  : 

1858-9.        1886-7.  Increase. 

The  net  military  and  naval           £              £  £ 

expenditure  was                 *21, 257,000  31,918,000  10,661,000 

The  net  civil  expenditure 

was                                    8,092,000  16,336,000  8,231000 

Total    29,359,000   48,255,000  18,905,000 

An  increase  of  49  per  cent,  on  military  and  naval 
expenditure  ;  of  201  per  cent,  on  civil  expenditure  ;  of 
64  per  cent,  on  military  and  civil  expenditure  combined. 
On  the  other  hand,  the  cost  of  the  Debt  was  reduced 

*  ft  aval  expenditure  included  in  1858-9  the  charge  of  the 
postal  packet  service  borne  in  later  years  by  the  Post  Office 
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by         706,000,    leaving-    a   net    increase    of,  say, 

^17,200,000  to  be  provided  out  of  increased  revenue. 

The   produce  of  taxation  paid   into   the  Exchequer 

amounted — 

In  1858-9  to    ...  £59,872,000 

In  1886-7   76,115,000 

Increase   £16,2^3,000 

which  went  far  to  meet  the  said  ^17,200,000  of  expen- 
diture. The  growth  of  the  Post  Office  surplus  provided 
in  the  main  the  further  million  required. 

Thus  in  the  twenty-eight  years  the  normal  growth 
of  revenue  covered  the  increase  in  expenditure, 
^"17,200,000.  But  in  the  same  period  taxes  other 
than  income-tax  had  been  remitted  in  excess  of  taxes  im- 
posed to  the  amount  of  about  ^"16,000,000,  while  abate- 
ments on  the  income-tax  had  been  granted  equivalent 
to  about  ^2,000,000  on  a  tax  of  eightpence  in  the 
pound,  the  rate  in  force  in  1886.  It  may  therefore 
be  said  that  in  the  twenty-six  years  the  normal  growth 
of  revenue  rose  to  nearly  ^36,500,000,  of  which  half 
was  appropriated  to  meet  increase  of  expenditure 
and  half  in  remission  of  taxation,  the  greater  part  of 
which  remission  benefited  the  poorer  classes. 

It  is  worthy  of  note  that  this  reduction  of  taxation 
was  confined,  or  almost  confined,  to  the  period  between 
1858-9  and  1873-4.  During  the  whole  of  that  time 
(two  years  of  Tory  rule,  1866-8,  excepted)  Mr.  Glad- 
stone had  charge  of  the  finance  of  the  country  either  as 
Chancellor  of  the  Exchequer  or  as  First  Lord 
of  the   Treasury.    He   had   as    Chancellor    of  the 

vote.  The  real  military  and  naval  charge  in  1858-9  was,  therefore, 
less  by  about  ^1,000,000  than  is  here  represented.  It  will  be 
noticed  that  the  figures  for  1886-7  differ  from  the  figures  given 
in  the  previous  statement  for  1886-7.  The  previous  figures  give 
the  audited  expenditure,  that  is,  the  real  expenditure.  But  I  am 
comparing  like  with  like.  In  1858-9  there  was  no  return  ot 
audited  expenditure.  The  accounts  gave  only  the  issues  from 
the  Exchequer,  and  I  therefore  take  the  issues  from  the  Exchequer 
for  1886-7  tor  the  purpose  of  this  comparison.  I  am  also  giving 
in  the  latter  case  the  net  expenditure  after  deducting  receipts 
realised  in  the  course  of  administration  ;  the  net  expenditure 
thus  arrived  at  gives  the  charge  of  the  service  on  taxes. 
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Exchequer  (1859-1866)  to  meet  the  large  increase  of 
expenditure  which  followed  the  panic  of  the  French 
Cabinet.  He  met  it  by  a  temporary  increase  of  the  in- 
come-tax ;  but,  though  almost  alone  in  the  Cabinet,  he 
fought  the  battle  of  economy  so  vigorously  that  in  1866 
he  had  carried  back  the  expenditure  to  nearly  the  point 
at  which  he  found  it  before  the  panic,  a  lesson  for  those 
who  hold  that  there  is  no  retracing  the  path  of 
extravagant  expenditure.  He  was  able  in  consequence 
to  reduce  the  income  tax  from  3d.,  the  rate  in  1858, 
to  4d.  But  he  did  much  more  than  this.  In  seven 
years  he  took  off  in  net  figures,  Customs  excise  and 
stamp  duties  amounting  to  ^10,000,000  a  year. 

The  Tories  succeeded  in  1866,  and  held  power  for 
two  years.  They  at  once  engaged  in  a  war,  the  Abys- 
sinian campaign,  which  cost  ^8,000,000  ;  the  cost  of 
that  war  they  met  by  adding  2d.  to  the  income-tax. 
Naturally  no  remission  of  taxation  deserving  mention 
occurred  during  their  reign. 

At  the  close  of  1868  Mr.  Gladstone  returned  to 
power  as  First  Lord  of  the  Treasury,  with  Mr. 
Lowe  as  Chancellor  of  the  Exchequer.  His  Ministry 
fell  early  in  1874  after  a  life  of  somewhat 
more  than  five  years.  They  found  the  income-tax  at 
6d.  ;  they  left  it  at  4d.  During  their  tenure  of  office  they 
reduced  Customs  excise  and  stamp  duties  by  nearly 
;£6, 700,000,  and  practically  they  imposed  no  taxation  on 
the  other  side. 

Thus  Mr.  Gladstone  was  responsible  for  the  finance 
of  the  country  during  thirteen  out  of  the  fifteen  years 
between  1858-9  and  1873-4.  He  used  his  power  to  remit 
between^  17,000,000  and  ,-£18,000, 000  of  taxation  weigh- 
ing chiefly  on  the  poorer  classes.  That  was  not  a  time  of 
military  glory  or  annexation,  but  it  was  a  good  time  for 
the  working  and  for  the  poorer  classes.  Their 
pre-eminent  claim  upon  the  Government  was  admitted. 
Their  interests  were  not  sacrificed  on  the  altar  of 
Jingo,  and  they  benefited  by  the  prosperity  of  the 
country  in  cheap  and  untaxed  food.  Our  financial  his- 
tory from  1859  to  r^74  furnishes  a  lesson  deserving  of 
study  by  the  Labour  Party,  and  more  especially  by  that 
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singular  section  of  it  which  prefers  Tory  to  Liberal 
rule. 

Remission  of  taxation  came  practically  to  an  end 
in  1873-4.  It  is  true  that  Sir  Stafford  Northcote, 
Chancellor  of  the  Exchequer  in  the  Tory  Government 
of  1874,  abolished  in  that  year  the  last  remnant 
of  the  sugar  duty,  but  the  surplus  which  enabled 
him  to  make  this  remission  had  been  nursed  for 
him  by  Mr.  Gladstone  in  the  previous  year. 

In  1873  the  Alabama  compensation  was  awarded. 
Mr.  Gladstone  decided  to  pay  the  award  out  of  the 
increase  of  the  year,  and  the  revenue  reserved  for  that 
purpose  formed  the  surplus  out  of  which  Sir  S.  North- 
cote  abolished  the  sugar  duties,  ^2,000,000,  and  the 
horse  duty,  nearly  ^500,000.  But  from  that  time  we 
fell  upon  less  prosperous  years,  and  during  the 
remainder  of  this  first  period  taxation  under  Customs 
excise  and  stamps  was  increased  on  the  balance  by 
nearly  ^1,500,000.  Abatement  to  the  extent  of 
^350,000  were  granted  on  the  income-tax,  but  the 
tax  itself  was  doubled,  rising  from  4d.  in  1873-4  to 
8d.  in  1886-7. 

Mr.  Disraeli's  Ministry  (1874-80)  was  marked  by  the 
annexation  of  Cyprus,  the  Zulu  War,  the  annexation  of 
the  Transvaal  against  the  wish,  as  we  found  later,  of  the 
inhabitants  ;  the  Afghan  war,  and  the  joint  interposition 
of  England  and  France  in  Egypt  with  its  consequent 
troubles,  and  let  it  be  added  by  the  acquisition  of  the 
Suez  Canal  shares,  which  has  proved  so  profitable  a 
speculation.  Care  for  the  people  at  home  was  giving 
way  to  adventurous  policy  abroad.  The  comfort  and 
well-being  of  the  37,000,000  people  who  inhabited  these 
islands  were  postponed  to  a  policy  of  excitement  and  a 
lust  for  increase  of  territory. 

The  people  numbered  in  1858-9  28,390,000.  They 
paid  about  £2  3s.  a  head  in  taxes.  Between  1858-9 
and  1886-7,  tne  People  increased  by  7,920,000,  and  the 
produce  of  taxes  increased  by  rather  more  than 
^16,000,000,  so  that  the  ratio  of  population  to  the  pro- 
duce of  taxation,  £2  2s.  per  head,  remained  almost  the 
same  in  1858-9  and  in  1886-7,  although  in  the  interval 
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taxes  to  the  amount  of  about  ^18,000,000  had  been 
remitted. 

I  pass  to  the  second  period,  that  between  1886-7 
and  1894-5. 

The  measurement  of  expenditure  against  revenue 
in  this  period  is  very  difficult.  Grants  amounting  tc 
nearly  ^"3,000,000  a  year  previously  made  in  aid  of 
local  expenditure  were  discontinued,  and  the  produce 
of  taxes  amounting  to  nearly  ^6,000,000  was  trans 
ferred  instead  to  the  local  authorities. 

1886-7.  !894-5.  Increase. 

The  net  military  and  naval  £  £  £ 

expenditure  was   31,918,000    35,595,000  3,677,000 

Net  civil  expenditure  ad- 
justed   for  comparison 

was  _  ^13,^36,000     18,542,000  5,106.000 


45,354,000     54,137,000      8,783  000 
But  the  charge  of  the  Debt  in  1894-5 

was  less  than  in  1886-7  by    1,961,000 

And  the    collection  of  customs  and 
inland  revenue  was  less  also  by      ...  30,000 

  1,991,000 


Net  increase  of  expenditure 

in  the  period    6,792:000 

To  this  I  add  expenditure  on  naval  and  military 
works  £720,000,  and  on  telegraph  works  £90,000, 
which  in  1894-5  were  carried  to  the  new  extra- 
ordinary Budget  and  provided  by  loan  instead  of 
forming  part  of  the  ordinary  expenditure   810,000 

Total  increase  of  expenditure   £7,602,000 

The  actual  tax  revenue  of  1886-7  was  ^76,1 1 5,000. 
Ii  we  deduct  from  that  sum  the  taxation  transferred  in 
1889-90  to  local  authorities,  in  round  figures 
^5, 800,000, f  the  tax  revenue  of  1886-7  would 
have  been  about  ^70, 300,000.  The  tax  revenue 
of   1894-5  was  ^78,655,000.      The  increase  of  tax 

*The  sum  of  £2,900, 000  representing  grants  discontinued  in 
1889-90  is  deducted  here  from  the  actual  expenditure  of  1SS6-7, 
in  order  to  put  that  expenditure  on  an  even  footing  with  the  ex- 
penditure of  1894-5. 

f  The  taxes  already  existing,  which  were  given  over  to  local 
authorities  in  1S89-90.  amounted  to  about  £5,800,000,  but  addi- 
tional beer  and  spirit  duties  amounting  to  £1,300,000  were  levied 
in  1891,  and  the  produce  of  these  duties  was  handed  over  at 
once  to  the  local  authorities. 
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revenue  levied  for  the  service  of  the  State  in  the  period 
would  appear  therefore  to  have  been  about  ;£8, 350,000. 
But  this  increase  of  yield  was  due  in  considerable 
part  to  increase  of  taxation.  I  gather  from  the  amount 
of  taxes  imposed  and  reduced  given  in  the  "  Statistical 
Abstract "  that  the  taxation  imposed  exceeded  the  taxa- 
tion reduced  by  somewhat  less  than  ^3, 500,000.  This 
figure  is  only  approximate,  but  we  may  perhaps  reckon 
roughly  the  normal  growth  of  the  revenue  during  this 
second  period  applied  to  the  service  of  the  State  at 
about  ^5,000,000.  If  so,  it  is  evident  that  the  growth 
of  expenditure  during  this  period — ,£7,500,000 — was 
outstripping  the  normal  growth  of  revenue.  The 
taxation  imposed  consisted  chiefly  of  additions  to  the 
beer  and  spirit  duties,  and  of  increase  in  the  death 
duties  under  Sir  William  Harcourt's  great  measure. 
The  duties  on  tea,  tobacco,  and  currants  were  reduced. 
Thus  the  interests  of  the  poorer  classes  were  guarded, 
for  the  increase  of  revenue  was  derived  from  direct 
taxes  and  strong  drinks,  while  taxes  on  articles  of 
general  consumption,  were  remitted.  But  the  reign 
of  economy  had  come  to  an  end.  A  preference  for 
large  expenditure  had  succeeded  it,  but  it  had  not  as 
yet  fully  developed  itself. 

The  population  in  1886-7  numbered  36,300,000.  It 
had  increased  in  1894-5  by  2,700,000.  The  increase  in 
expenditure  was  ^7,500,000.  The  rate  of  taxation  per 
head  was  slightly  in  excess  of  £2  per  head. 

I  come  now  to  the  third  period,  from  1894-5  to 
1903-4 — the  period  for  which  the  present  Government  is 
solely  responsible. 

The  navv  and  army  expenditure  in  1894-5  amounted 
to  ..."   £35,595,000 

Add  expenditure  on  military  and  naval  works  charged 
to  loan     720,000 

The  estimated  navy  and  army  expendi-  £36,315,000 
ture  for  1903-4  amounts  to   £68,957,000 

Add  estimate  for  military  and  naval 
works  based  on  the  expenditure  of  the 

year  1902-3   5,608  000 

 74565,000 


Increase   £38,250,000 


In  nine  years  the  army  and  navy  expenditure  has 
more  than  doubled,  and  the  increase  on  those  branches 
alone  is  nearly  equivalent  to  an  income-tax  of  one  shilling 
and  threepence  in  the  pound.  The  total  army,  navy,  and 
civil  expenditure  and  the  charge  of  collecting-  Customs 
and  Inland  Revenue  for  the  two  periods  1894-5  and 
1903-4  compare  thus  : 

1895-5.       1903-i.  Increase, 

£  £  £ 

Net  army  and  navy  ex- 
penditure     ...    35,595,000  68,957.000 

Expenditure  on  military  and 
naval  works  charged  to  loan       720,000  5,608,000 


Net  civil  expenditure... 
Add  civil  expenditure  charged 
to  loan  


Customs  and  Inland  Revenue 
collected   

Total  


74,565,000  33,250,000 
27,361,000 

50,000  2,270,000 

29,631,000  11,039,000 

3,113,000  468,000 

57,552,000  107,309,000  49,757,000 
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35,315,000 
18,542,000 


18,592,000 
2,845,000 


an  increase  of  peace  expenditure  in  nine  years  of  nearly 
^49, 000,000,  or  86  per  cent. 

How  has  this  been  met?  In  the  five  years,  or 
nearly  so,  which  intervened  between  the  accession  ot 
Lord  Salisbury  to  office  and  the  breaking  out  of  the 
war  in  South  Africa,  the  revenue  was  exceptionally 
prosperous,  and  in  spite  of  increased  expenditure, 
remission  of  taxation  in  excess  of  taxes  imposed  was 
granted  to  the  extent  of  ^2, 500,000,  of  which 
^1,400,000  represented  a  reduction  of  the  tobacco  duty. 
Since  1899-1900  heavy  taxation  has  been  imposed  viz.  : 

£ 

7d.  in  the  £  on  the  income-tax    18,200,000 

Sugar  duty,  estimated  produce    6,100,000 

Tobacco                                                 ...  1,416,000 

Tea   2.091,000 

Corn    2,400,000 

Coal   1.300,000 

Beer    1.721,000 

Spirits    918,000 


34,146,000 
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These  duties  are  granted  ostensibly  to  meet  war  expen- 
diture, but  the  vast  increase  of  ordinary  expenditure 
will  make  it  necessary  to  retain  by  far  the  greater  part 
of  them  to  meet  the  ordinary  expenditure  of  the  State. 

It  can  be  shown  that  that  ordinary  expenditure, 
omitting  the  naval,  military,  and  civil  works  trans- 
ferred to  the  extraordinary  or  loan  budget,  amount  to 
about  ;£ 1 44, ooo?ooo,  while  the  actual  revenue  of  the 
year  just  expired  amounted  to  ^15 1,551,000.  If  an 
addition  of  ^600,000  be  made  to  represent  the  full 
produce  of  the  penny  in  the  income-tax  imposed  last 
year,  we  get  an  income  of  somewhat  over  ^152,000,000 
to  meet  an  expenditure  of  ^"144,000,000,  to  which 
must  be  added  the  charge  of  any  loan  required  to  wind 
up  affairs  in  South  Africa.  Thus  within  four  years  it 
has  been  necessary  to  add  some  ^25,000,000  to  our 
taxation  in  order  to  meet  our  ordinary  peace  expendi- 
ture. The  Government  appear  to  regard  this  as 
occurring  in  ordinary  course,  and  barely  requiring 
explanation.  Truly  they  trust  to  ignorant  patience  of 
taxation,  for  in  their  custody  the  chest  of  the  Exchequer 
is  unlocked  and  open  to  the  inroads  of  all  comers.  The 
spendthrift,  Lord  Scamperdale,  is  in  possession,  but  he  is 
not  spending  his  own  money.  He  is  spending  our  money. 
Above  all  he  is  spending  the  money  of  the  poorer  classes. 


The  Revenue  returns  for  the  year  1902-3  give  the 
following  results  : 


Estimate. 

Actual. 

Increase  + 
Deficit  - 

£ 

£ 

£ 

Customs   

35,200,000 

34,433,000 

767,000 

Excise   

32,700,000 

32,100,000 

600,000 

Death  duties 

13,200,000 

13,850,000 

+ 

650,000 

Stamps   

8,200,000 

8,200,000 

Land  and  House  tax 

2,500,000 

2.550,000 

50,000 

Income-tax  

38,600,000 

38,800,000 

+ 

200,000 

Post  Office  

14,800,000 

14,750,000 

50,000 

Telegraphs  

3,630,000 

3,630,000 

Crown  lands  

475,000 

455,000 

20,000 

Suez  Canal,  &c. 

880.000 

958,000 

4- 

78.000 

Miscellaneous 

2,000,000 

1,826,000 

174,000 

-  £633,000 
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The  notable  features  of  the  returns  are  :  (i)  The  con- 
siderable failure  in  Customs  and  Excise  and  the  small 
fall  in  the  Post  Office  revenue  as  compared  with  the 
estimate.  (2)  The  rise  in  the  death  duties  and  income-tax. 
We  have  no  information  as  to  the  causes  of  the 
failure  in  Customs  and  Excise,  and  have  therefore  no 
basis  on  which  to  estimate  the  revenue  of  the  year 
1903-4.  Sir  M.  Hicks  Beach  attributed  the  fall  in  the 
receipts  of  1901-2  to  forestalments  of  duty  on  spirits  and 
beer  ;  we  might,  therefore,  have  fairly  expected  a  rebound 
in  the  year  just  expired,  but  apparently  that  was  not  the 
case.  The  rise  in  the  death  duties  and  income-tax  is 
most  satisfactory. 


FORECAST    OF    BUDGET    OF  1903-4. 

It  is  dangerous,  on  the  slender  information 
before  us,  to  hazard  a  guess  at  the  estimate  of 
revenue  which  the  Chancellor  of  the  Exchequer  will 
feel  justified  in  adopting.  He  will  realise,  of  course, 
the  full  produce  of  the  penny  added  to  the  income-tax 
last  year,or, say, ^600,000  beyond  the  produce  of  1002-3. 
The  tax,  of  course,  grows  with  the  savings  of  the 
country,  and  he  may  venture  to  expect  another  ^200, oco 
on  that  head.  The  death  duties  have  also  a  tendency 
to  steady  increase  over  a  period  of  years,  though 
they  may  vary  from  that  normal  rate  in  particular  years 
according  as  great  estates  do  or  do  not  come  under 
taxation.  The  estimate  last  year  has  proved  to  have 
been  very  moderate,  and  the  Chancellor  will,  perhaps, 
venture  to  raise  his  estimate  to  the  actual  produce  of 
1903-4.  He  will,  I  think,  only  dare  to  make  a  modest 
estimate  for  Customs  and  Excise.  If  beer  and  spirits 
are  still  falling  he  may  not  care  to  estimate  these  two 
branches  at  more  than  ^67,000,000.  I  presume  that 
we  may  expect  at  least  an  increase  of  ^500,000  on  the 
Post  Office  and  telegraphs.  These  guesses  would  give 
him  an  income  for  1903-4  of  rather  more  than 
;£i 53,000,000,  say  ^153,000,000. 
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We  know  that  the  army  and    navy  expenditure 
amounts  to  ^"68,957,000 
The  voted  civil  expenditure  to        ...  26,561,000 
The  revenue  services  to    18,517,000 

114,035,000 

The  charge  of  the  deb%  including  the 
sinking  fund  restored,  and  the  civil 
charges  on  the  Consolidated  Fund, 
amounted  in  the  past  year  to       ...  30,200,000 


Total   144,235,000 

There  will  be  a  saving  of  200,000  or  300,00a 
on  Consol  interest  owing  to  the  fail  from  2|  to  z\  per 
cent.  That  saving,  however,  is  within  the  fixed  or 
permanent  charge  of  the  debt  (^23,000,000)  and  is 
appropriated  to  the  sinking  fund.  As  no  sinking  fund 
has  been  provided  for  the  immense  debt  contracted  for 
the  war,  it  is  impossible  that  Mr.  Ritchie  should  lay 
hands  on  this  small  increase  of  the  existing  sinking 
fund.  But  there  must  be  an  addition  to  the  debt 
charge  in  respect  of  the  full  interest  on  the  loans  of  last 
year,  interest  on  the  loan  to  be  raised  shortly,  and 
interest  and  sinking  fund  on  the  moneys  borrowed  for 
the  "extraordinary"  works  Budget.  These  items 
must  raise  the  expenditure  to  ^"145,000,000. 
If  the  income  is  estimated  at  ;£  153,000,000,  the 
Chancellor  would  have  ^"8,000,000  surplus.  His 
first  consideration  should  be  for  the  poorer  classes, 
but  we  must  expect  that  it  will  be  given  to  the  income- 
tax  paying  class,  and  probably  with  ^8,000,000  at  his 
disposal  he  would  remit  2d.  on  the  income-tax,  which 
would  mean  a  loss  of  about  ^4,000,000  on  the  year. 
Having  given  that  immense  boon  to  the  richer  part  of 
the  community,  he  must  do  something  for  the  poor. 
There  can  be  no  doubt  that  the  tax  on  bread  ought  to 
go  first,  costing  probably^2, 400,000,  and  it  is  clear  that 
he  could  afford  that  remission  with  ease.  Any  free 
balance  then  remaining  at  his  disposal  should  be  added 
to  the  sinking  fund. 

It  will  be  noted  that,  if  the  military,  naval,  and  civil 
works  expenditure,  amounting  in  1902-3  to  near 
^8,000,000,  and  provided  by  loan,  were  charged  on 
the  revenue  of  the  year,  the  enormous  taxation  now 
levied  would  only  just  meet  the  expenditure,  and  there 
would  be  no  margin  for  remission. 


